This project investigates risk-sharing without commitment. We designed an experiment to match a simple model of voluntary insurance between two agents when aggregate income is constant. Subjects are matched in pairs. Each period, they receive income with a random component, and after observing their and their partner's income, each person in the pair can decide to make a transfer to the other person, knowing that their relationship may not last. At the end of each period, with a given probability, all pairs are broken and subjects are re-matched. Otherwise, they start a new period with the same partner. At the end of the experiment, one period is randomly drawn to count for real money. Subjects all face the same variance in their income but not necessarily the same mean. This setting allows us to experimentally test different implications of risk sharing without commitment. In particular, the impacts of a higher continuation probability, of changes in the risk aversion, and of inequality on risk-sharing are investigated. JEL Classification Numbers: C92, D31, D81, O17.
INTRODUCTION
Risk is a pervasive fact of life for most people, especially in developing countries.
Individuals have often been shown to respond to the large fluctuations in their income by engaging in informal risk-sharing by providing each other with help in the form of loans, gifts and transfers in time of need. There is considerable empirical evidence that risk-sharing provides some but limited insurance in village communities (Deaton, 1992 , Townsend, 1994 , Udry, 1994 , Jalan and Ravallion, 1999 , Ligon, Thomas and Worrall, 2002 , Grimard, 1997 , Gertler and Gruber, 1997 , Foster and Rosenzweig, 2002 . The most important limitation appears to arise from the lack of enforceability of these risk-sharing agreements. The fact that these agreements must be designed to elicit voluntary participation often seriously limits the extent of insurance they can provide. A growing theoretical literature provides a characterization of the optimal self-enforcing risk-sharing agreement and some of its consequences (Kimball (1988) , Coate and Ravallion (1993) , Kocherlakota (1996) , Kletzer and Wright (2000) , Ligon, Thomas and Worrall (2002) and Genicot (2003) ).
In this project, we experimentally test different implications of these models of risk-sharing without commitment. We chose a very simple model with two agents in which, each period, one of the two agents, selected at random, receives an amount of money h (in addition to his fixed income). The model is described in detail in the next section. We then designed an experiment that closely matches the model. Subjects are matched in pairs. Each period, they receive their income with or without the random component h, and after observing their and their partner's income, each person in the pair can decide to make a transfer to the other person, knowing that their relationship may not last. At the end of each period, with a given probability, all pairs are broken and subjects are re-matched. Otherwise, they start a new period with the same partner. At the end of the experiment, one period is randomly drawn to count for real money. Subjects all face the same variance in their income but not necessarily the same mean.
The implications of the theoretical model lead us to ask the following questions. Does a higher probability to stay in the same match increase the level of risk-sharing achieved by individual? Does a higher degree of risk aversion increase risk-sharing? What is the effect of inequality on the level of insurance they achieve? How do time and past transfers by the other individual in a match affect risk sharing? Do demographics such as gender and major affect the transfer chosen?
We found significant support in our experimental data for some important features of the models of risk-sharing without commitment. For instance, it is particularly revealing that higher continuation probability for matches and higher risk aversion significantly increase the level of risk-sharing that individuals achieve. Moreover, reciprocity is shown to be an important factor: the higher the first transfer made by an individual's partner within a match, the higher the individual's transfer made upon receiving a good shock. Regarding the participants' demographical characteristics, female subjects might have a small negative effect on risk-sharing, while the subject's major did not matter.
Inequality between individuals in a match has a more puzzling effect. Genicot (2003) studies risk-sharing between two agents facing the same income fluctuations and same preferences but differing in their fixed income, and shows that inequality helps risk-sharing in a large range of cases. Moreover the "inequality aversion" often assumed in the experimental literature (see Fehr and Schmidt (1999) and Bolton and Ockenfels (2000) for instance) would also predict that inequality would help risk-sharing in this model. However, we find that inequality decreases risksharing. We discuss different possible explanations for this result.
We have only found a rather limited relevant experimental literature on risk-sharing. Bone et al. (2000) report an experiment designed to test whether pairs of individuals are able to exploit efficiency gains in the sharing of a risky financial prospect (taking advantage of their difference in risk aversion, with commitment). Their results indicate that fairness is not a significant consideration, but rather that having to choose between prospects diverts partners from allocating the chosen prospect efficiently. The pattern of agreements suggests that, where allocation is the sole issue, partners largely favor ex ante efficiency over ex post equality. From the transcripts there is little indication that ex post fairness is a significant consideration.
The most closely related experiment to ours is perhaps Selten et al.'s (1998) Solidarity Game since our risk-sharing experiment would degenerate into something close to a solidarity game if the match continuation probability described in Section 3 was null. In their game, each of three players has an ex ante independent 2/3 chance of winning 10 DM and a 1/3 chance of receiving nothing. Before learning the outcome, each player decides on an amount that she commits to give to one loser or to each of two losers, if she actually won the 10 DM and there are one or two losers. They found that the great majority of subjects were willing to make some conditional gifts. However the design of their experiment and the fact that transfers are asked from winners only may be driving some of their results. They distinguish five behavioral types, with the most common type (36%) giving the same positive total amount to one loser and to two losers. This behavior does not lend itself to a straightforward interpretation as the result of altruistic utility maximization.
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In a field experiment in Zimbabwe, Barr (2003) conducted some one-shot risk-sharing games among villagers who have been observed to share risk with each other. Prior to choosing a lottery that they want to participate in, individuals are explicitly provided with the some risksharing option either with commitment to equal split, or, in other village, with possibility to keep one's return without this being directly told to others (though they can infer some information from the payoff they receive, especially in small groups). She finds a larger participation in risk-sharing groups, larger groups and more risk-taking in the first case. Looking at the possibility of publicly revealing withdrawals from risk-sharing, she concludes that both intrinsic and extrinsic motivations are important. However, the experiment being conducted, without anonymity, among people who know each other, and the lack of commitment in the choice of lottery makes the interpretation of these results unclear.
Finally, also relevant might be Goeree, Holt and Palfrey [2000] that examines experimental results for a variety of generalized matching penny games, and find that simple two-parameter model that combines quantal response equilibrium and risk aversion explains the observed choice patterns. They find that alternative explanations based on inequality aversion are not supported by the data. Their risk aversion estimates, around .5, are significant and of approximately the same magnitude as our estimates in this experiment as well as estimates recovered from several different auction experiments and auction field data.
The remainder of our paper is organized as follows. The next Section lays out the basic model of risk-sharing without commitment and describes some important implications. Section 3 then presents the experimental design. In Section 4, the main results of the experiment are presented. Section 5 discusses the implications and some limitations of the paper, and Section 6 concludes.
A MODEL OF RISK-SHARING WITHOUT COMMITMENT
A standard model of risk sharing without commitment goes as follows. Time is discrete and the number of period is infinite. In each period t, two agents, indexed by i∈{1,2}, receive an income y i and one of them, randomly chosen, incur a fixed monetary gain h. They each have a probability ½ to receive h but the aggregate income is constant at Y = y  + y  + h in each period.
The following table summarizes the income distribution of the two agents:
In line with standard practice, let us assume that all agents have additively time-separable Von Neumann-Morgenstern utility functions defined over consumption, such that the expected lifetime utility at time t is given by
where u i '>, u i '' ≥, lim c→0 u i (c)=-∞, and δ∈(0,1) is the discount rate. The operator E t is the expectation conditional on what is known at time t. As motivated and discussed in the Introduction, we focus on the theme that insurance arrangements must be self-enforcing, and that this requirement constrains the form of such arrangements. The enforcement constraint refers to the possibility that at some date, an individual who is called upon to make transfers to others in the community refuses to make those transfers.
To be self-enforcing, a risk-sharing agreement must be such that the expected net benefits from participating in the agreement is at any point in time larger than the one time gain from defection.
The literature on risk-sharing concentrates on the constrained optimal or "second-best" selfenforcing schemes. It follows the constraint is modeled by supposing that a deviating individual is excluded from the insurance pool, so that he must bear stochastic fluctuations on his own, or given the equivalent continuation utility. That is, a risk-sharing agreement resulting in a stream of
for individual i must be such that, at any period t,
where i t z is the total income of individual i at time t (the sum of i y and h if received the good shock this period).
If the power of such punishment is limited, then perfect insurance may not be possible.
However, even when full risk-sharing is not possible, individuals may be able to design a risksharing agreement by limiting transfers in states for which the enforcement constraint is binding (see Coate and Ravallion (1993) and Kocherlakota (1996) among others).
It is well known that with this simple distribution, when a first best is not incentive compatible, the constrained optimal agreement is characterized by two values, t*  , the transfer made by 1 to 2 when 1 received h and, t*  , the transfer made by 2 to 1 when 2 received h. These transfers are such that the incentive constraints (1) hold with equality for both agents, that is t* ≡ (t*  , t*  ,) is defined by
A shorter transfer can be asked to one of the agents as long as only she has received h in order to give this agent a larger share of the surplus, but as soon as the state in which the other receives h occurs then the constrained optimal agreement is stationary and consists in t*.
A first implication of this model is that, when full insurance is not achieved, a higher discount rate δ increases the weight put on the long term gain from insurance relative to the short term gain from deviating. There are threshold values δ and δ , with 1 0 < < < δ δ , such that for values of δ smaller or equal to δ no risk-sharing is possible, for ) ,
there is come but constrained insurance, and for values of δ greater or equal to δ first best risk-sharing can be achieved. When constrained, a higher δ raises the transfers that individuals are able to make to each other and so the level of risk-sharing that they can achieve.
A second implication of this model is that an overall increase in the risk aversion exhibited by the agents, by increasing the long term gain from insurance, will increase t* and the insurance that individuals can provide for each other. For instance, if individuals have utility indicator identical. Now, increasing y  and decreasing y  to keep Y unchanged would make 1 relatively richer than 2 while keeping the variance of their income constant. To be sure, the set of Pareto optimal allocations is unaffected since the aggregate income is the same. However, the division of wealth affects the autarchic utility and thereby does affect the set of self-enforcing allocations.
Genicot (2003) shows that for a large range of utility functions such spread-preserving inequality between the two agents increases the likelihood of first-best risk-sharing and increases the transfer that agents make to each other within the constrained optimal agreement.
In what follows, we will describe an experiment in which we replicated the setting of this model of risk-sharing without commitment and test these predictions.
EXPERIMENTAL DESIGN
All the experiments reported here were conducted at the CASSEL Laboratory in UCLA.
We had six sessions, with an odd number of participants ranging from 12 to 18 in a session (depending on show-ups). Participants earned an average of about $17, including a $5 show-up fee, for about an hour of their time. The procedures that we followed are described below and the experimental instructions for one of the session (with a δ = .9 treatment) are provided in the Appendix. Note that participants were never told the nature of the experiment, in particular the terms risk-sharing or insurance were never used during the experiment.
Prior to the main experiment, we first asked people to complete an investment question.
Each person was provisionally endowed with 100 units ($10) and could invest any portion of this amount in a risky asset that had a 50% chance of success and paid 2.5 times the amount invested if successful. The decision-maker retained the units not invested. 2 We told the participants that we would later choose two people at random in each session for actual payoff implementation, and a coin was flipped after the session to determine success or failure for these investors. The objective of this investment question was two-fold. First, it provides us with a measure of risk aversion for each individual. To be sure, the higher the investment the less risk averse the individual is.
Second, we use the answer to this question in the main experiment to match individuals with similar degrees of risk aversion.
The body of the session then consisted of a number of matches. The features of this experiment were designed to closely match the model presented in Section 2. For the duration of each match, every participant was paired with one other person. We paired people who had invested more (less) than 67 in the risky investment with other people who had invested more (less) than 67. Each match was comprised of an uncertain number of rounds; the number of these rounds was determined as follows: After each round, the computer determined (for all current matches) whether another round would follow. In three of our sessions (Treatment 1), the continuation probability was 80% and in the other three sessions (Treatment 2), the continuation probability was 90%. In the first case, the expected number of subsequent rounds in a match (at any point in time after the first round) was four; in the latter case, the expected number of subsequent periods was nine; the participants in the corresponding sessions were informed of this mathematical fact.
The continuation probability is designed to play the same role in the decision process of the experimental subjects as the discount factor in Section 2. This also avoids the unraveling problem resulting when the number of rounds in any match is known in advance. Ex ante, we therefore expected each match to last five periods in Treatment 1 and 10 rounds in Treatment 2. When the matches ended, all participants were randomly re-matched for the next match. We had 10 matches in each 80% session and seven matches in each 90% session.
In each round, each person will received income, which was comprised of a fixed portion and an amount that was added to the fixed income for that round for one of the people in each match. The person receiving this extra amount was randomly chosen in each pair for every round of the match. The fixed portions did not vary during the match, but did change from match to match. In some matches, both fixed portions were 70 units, while in other matches one fixed portion was 20 and the other was 120. In all cases, the amount randomly assigned and added was 200 units. This income distribution corresponds to the two-state distribution with constant aggregate income describe in the previous Section.
In the beginning of each round, each participant learned her fixed income, the fixed income of the person with whom she was paired, and which one of them received the extra 200 in that round. Everyone then chose a non-negative amount, not to exceed the income received, to transfer to the other person and these designated amounts were then transferred. We allowed individuals to make some transfer whether or not they had received the 200 units as we did not want to bias the experiment in favor of risk-sharing, and as we did not want the subjects to infer the main topic of the experiment. Participants saw a history of the income and transfers for each previous round in that match, and could also review their previous matches.
Finally, we needed to avoid possible wealth effects in payoffs. If every round was contributing to their payoffs, individuals would care about the distribution of the sum of income net of transfers over all rounds instead of the income net of transfers earned in each round. To solve this and make sure that the subjects face similar decisions than in the model described in Section 2, we chose only one round (of the many that were played in the session) for conversion of experimental payoff units to real dollars, at the rate of 17 experimental units to $1.
We also asked participants for some information about their decisions and expectations in the beginning of the first and fourth matches. Specifically, the individuals who received h were 
MAIN RESULTS
We first present some summary statistics about our data and then discuss in turn several important questions in relation to our results:
Question 1: Does a higher continuation probability increase the amount of risk-sharing?
Question 2: Does a higher degree of risk aversion increase risk-sharing?
Question 3: What is the effect of inequality on risk-sharing (matches with equal fixed portions vs.
matches with unequal fixed portions)?
Question 4: How does time and past transfers affect risk sharing?
Question 5: Do demographics such as gender and major affect the transfer chosen? Table 1 shows the average transfer made in each session, and the overall average for each treatment: A first observation is that a substantial amount of transfer takes place. With a continuation probability of 80% (Treatment 1), we see an average transfer of about 15 and, with a continuation probability of 90% (Treatment 2), the average transfer is around 30. The overall transfer is more than twice as high when the continuation probability is 90% instead of 80%. The WilcoxonMann-Whitney ranksum test (see Siegel and Castellan, 1988) on session-level data, a most conservative test that considers each session as only one observation, finds that transfers are significantly higher in Treatment 2 (p = 0.050).
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This aggregation ignores the substantial heterogeneity present in the population. Figure 1 shows the frequency with which each range of transfer is made in the two treatments:
3 Throughout the paper, we round p-values to three decimal places. Table 2 shows these by session and treatment, and Figure 2 gives the distribution of individual average transfers made when ahead: The average transfer made when ahead is higher in every session in Treatment 2, when the continuation probability is 0.9, than it is in Treatment 1 with a continuation probability of 0.8, and this average transfer when ahead is always higher than the corresponding overall average transfer in each session. Figure 2 shows a pattern similar to that seen in Figure 1 , but with higher levels of average individual transfers. In fact, the average transfer when ahead was higher than the average transfer when behind for 85 individuals, and this was reversed for eight people. 4 A simple binomial test (See Siegel and Castellan, 1988 ) finds this to be extremely significant (Z = 7.98, p = 0.000). It is clear that people are not just randomly and arbitrarily transferring money, but are instead quite sensitive to which matched person receives higher income in the round.
Given our matching structure, it may also be useful to consider the average transfer made in each match. The distribution of these average transfers is shown in Figure The difference between treatments in Figure 3 is perhaps even stronger than in Figures 1 and 2 . A Wilcoxon test confirms the difference is highly significant (Z = 5.96, p = 0.000).
Another way to see that individuals in a match are insuring each other is to consider the standard deviation of realized consumption for a pair of individuals in a match. 5 In the absence of transfers, they would face a standard deviation of about 100. when the continuation probability is high and when the fixed income of the individuals is the same (y 1 = y 2 =70). Thus far we have established that we see significant transfers and that these transfers are highly dependent on whether the chooser has a higher or lower endowment. Hence, individuals are sharing risk. Moreover, the transfers and risk-sharing are definitely higher when the continuation probability increases, and when individuals have the same fixed-income (notice that the standard deviation is always lowest when y i = 70).
To address the remaining questions mentioned at the beginning of this section, we supplement our non-parametric statistical analysis with some regression analysis. First, let's look at the determinant of the transfers that individuals make. To account for unobserved individual characteristics, we use individual effects. Table 4 presents the results of the pooled, fixed effect, and random-effect regressions. The F-test strongly rejects the hypothesis that all individual constants are the same in the fixed-effect model. A Hausman test does not reject the random effect hypothesis that the individual effects are uncorrelated with the other regressors. Hence, the discussion will be based on the random effect estimation.
Receiving h clearly increases the transfers. Receiving h=200 increases the average transfer by 23 units when the fixed income (y i ) is 20, by 36.6 when the fixed income is 70 and by 28.2 when the fixed income is 120.
Looking at the effect of the fixed income on transfers, we can assess the overall effect of equality. Remember changes to an individual's fixed income are concurrent with changes in his partner's income. Table 4 shows that these two forces result in a strong non-linear effect of y i , first increasing then decreasing. The estimated coefficients of D70 and D120 show a linear effect of income on the transfers, while the interaction with Varinc show that the transfers when ahead are increased by 13.8 units when both individuals have an income of 70. The overall effect on the transfer when ahead is a large increase for a fixed income of 70 as opposed to 20, but then hardly any change when comparing an income of 120 with an income of 70. As a result, the overall effect of equality on the insurance within a match is significantly positive.
The coefficient on Investment is weakly negative. More investment in the risky asset meaning less risk aversion, a negative impact on the transfers is exactly what we would expect.
Risk-sharing requires reciprocity. The amount invested by the individual's partner in a match
should be negatively related to his risk aversion and to the transfers he makes. The partner's investment in the risky asset has also a negative impact on the transfers but become insignificant once we control for the first transfer made by the partner within a match. We find very different evolution of transfers over time within matches, depending on whether the individuals' fixed incomes are the same or not. When the individuals have the same fixed income, transfers within a match tend to increase over time. In contrast, in an unequal situation the transfers are essentially flat or even slightly decreasing over time.
A higher continuation probability substantially increases the transfers (coefficient on Delta)
but also raises the way transfers change across rounds within matches. According to the random effect specification, increasing the continuation probability from 0.8 to 0.9 increase the transfers by 12.5.
Finally, the negative female effect disappears once we control for individual effects, and the students' major was not found to have any effect on the transfers. Now, let's study the transfer made by an individual when receiving a good draw. These results are shown in Table 5 . As earlier, we use individual effects, and Table 5 presents the results of the pooled, fixed effect and random-effect regressions.
The coefficient on Investment is now significantly negative. As more investment means less risk aversion, we conclude that a higher degree of risk aversion increases the transfer that one chooses when high and so risk sharing. On average, we would expect an individual who has the higher income and who chose to invest 30 in the risky asset to transfer 14 units more than a similar individual who chose to invest 80 in the risky asset. As earlier, the partner's investment is insignificant once we control for their first transfer.
Again a higher continuation probability increases transfers. According to the random effect specification, increasing the continuation probability from 0.8 to 0.9 increase the transfers when high by about 14 at the first round and a additional 2.6 in each subsequent round.
As it was true when looking at all transfers, the very first transfer made by one's partner in a match significantly raise the transfers subsequently made to him or her. The effect of an additional unit of transfer in the first period by his or her partner now increases an individual's average transfer by 24 cents. We conclude that reciprocity is an important factor for risk-sharing.
Looking at the effect of the fixed income on transfers, we can see very clearly the effects discussed earlier. The transfers when ahead substantially increase when looking at a fixed income of 70 versus 20, but then hardly increase when comparing an income of 120 with an income of 70.
As a result, the overall effect of equality on the insurance within a match is significantly positive.
We also observe a modest but significant gender effect, as females make smaller transfers than males do. Note that net consumption is significantly higher for females (Z = 2.68, p = 0.007, using a Wilcoxon test on individual average consumption. 
DISCUSSION, IMPLICATION AND LIMITATIONS

Implications of the model:
Our experiment provides some strong support for the model of risk-sharing without commitment. First, there is strong evidence that individuals are providing some but limited insurance to each other. Net positive transfers are going from individuals receiving a high shock to the other and these transfers substantially reduces the standard deviation of consumption.
Second, transfers are limited in a way that is consistent with the relatively low level of risk aversion exhibited by the participants. 7 The strong positive effect of higher continuation probability and risk aversion on the transfers and on the level of risk sharing provides strong support for the limited-commitment story.
The effect of inequality is harder to reconcile with the model presented in Section 2. For utility functions of the HARA class (hyperbolic absolute risk aversion), inequality should improve risk-sharing and not decrease it. Different explanations for this result are possible. First, inequality could make it harder for individual to coordinate. This seems to be part of the explanation. Looking at the pattern of transfer when high over time, we find strikingly different patterns when equal or not. Transfers are increasing and concave when equal and decreasing and convex when unequal (the critical points being high enough that usually not reached). However, this is probably not the only explanation.
Second, individual preferences may be very different from HARA utility functions.
Under the model presented in Section 2, if individuals have HARA utility functions with decreasing risk aversion (as traditionally assumed) we should observe that individuals with a fixed income of 20 are making higher transfer when receiving 200 than individuals with a fixed income of 120 when receiving 200. The poorest agent is trading some mean consumption in exchange of more insurance. In our experiment, we observe that individuals with 120 are actually transferring more than individuals with 20, such that overall there is a small but positive net transfer from the individuals whose fixed income is 120 to the individuals whose fixed income is 20.
Third, preferences may not be defined only over consumption. However, it is important to note that in a model of risk aversion without commitment with utility functions such as Fehr and Schmidt (1999), Bolton and Ockenfels (2000), or Charness and Rabin (2002) inequality should improve risk sharing, not decrease it. Fourth, beliefs of reciprocity could be lower when heterogeneity is higher. More tests are clearly needed to better understand these results.
Risk aversion:
Naturally inducing risk aversion on the participants rather than relying on their preferences would allow us to have a more accurate measure of risk aversion. Unfortunately, there is little evidence that the method used to induce risk aversion, the binary lottery procedure, 8 works and a couple of studies actually showing that it does not work (Camerer and Ho 1994, Selten et al. 1999 ). The lack of reliable methods for inducing risk neutrality or controlling for risk attitudes and social preferences in experiments complicates direct empirical testing of theories based on richer behavioral assumptions.
CONCLUSION
In this paper, we have attempted to test experimentally for risk-sharing without commitment and some of its implications. The experiment was designed to fit as closely as possible the models of risk-sharing without commitment used in the literature, and, following the literature, we focused on the constrained optimal equilibrium. Subjects are matched in pairs. Each period, they receive income with a random component, and after observing their and their partner's income, each person in the pair can decide to make a transfer to the other person, knowing that their relationship may not last. At the end of each period, with a given probability, all pairs are broken and subjects are re-matched. Otherwise, they start a new period with the same partner. At the end of the experiment, one period is randomly chosen to count for real money.
We found significant support for some important features of the models of risk-sharing without commitment. It is striking that higher continuation probability and higher risk aversion significantly increase the level of risk-sharing that individuals achieve. Moreover, reciprocity is
APPENDIX
A. First transfer made in a match:
(1) ols (2) A Hausman test accepts the random effect hypothesis that the individual effects are uncorrelated with the other regressors for the first transfer when receiving 200 but rejects it for the first transfer when not receiving 200. In the fixed-effect model, the hypothesis that all individual constant are the same is strongly rejected.
B. Instructions:
Welcome to our experiment. For showing up on time, we will pay you a $5 show-up fee. In addition, you may receive additional earnings as the result of the outcomes in the experimental session. Today's session will take about an hour.
To begin, we ask you to complete a brief questionnaire. The body of the session will be comprised of a number of segments. In each of these segments, each participant will be matched with one other person. Each segment is comprised of an uncertain number of periods. The number of periods in a segment is determined as follows: After each period, the computer will 'roll a die' (for the entire room) to see whether another period will follow, with an 90% chance that another period will follow, and a 10% chance that the segment ends immediately. The computer will 'roll the die' after every period. With this continuation probability, the expected number of subsequent periods in a segment, at any point in time, is 9.
When the segment ends (10% chance after each period), all participants will be randomly rematched with other participants for the next segment. We anticipate that there will be approximately 7 segments in the session, but this will vary according to how many periods there are in the segments -we aim to complete the session in about an hour.
In each segment, you and the person with whom you are matched will receive income. This income is composed of a fixed portion and an amount (200) that is added to the fixed income for that period for one of the people in each match; the person receiving this extra amount is randomly chosen in each pair for every period of the segment. The fixed portions will not vary during the segment, but will change from segment to segment; these fixed portions may or not be the same for the two people matched. In all cases, this fixed portion will be considerably smaller than the 200 units that are randomly assigned.
In the beginning of the period, you will learn your fixed income, the fixed income of the person with whom you are paired, and who received the extra 200 in the period. At this point, you choose to transfer money to the other person. This amount must be non-negative and no more than the total income you received in that period. The other person in your match simultaneously chooses to transfer money to you, subject to the same restrictions on the amount to be transferred. The designated amounts are then transferred, and the computer then determines whether another period follows in this segment. You will see a history of the income and transfers for each previous period in that segment.
Thus, you will be involved in many periods. We wish to make it clear that only one of these periods will be chosen at random for conversion to real dollars, at the rate of 17 experimental units to one cash dollar.
Let's take an example. Assume that your fixed income be 50 and that you are matched with someone whose fixed income is 90. In each round, either you get an additional 200 (50% chance) or the person with whom you are matched gets an additional 200 (50% chance). If in this round the other person receives this 200, your total income is 50 while his or her total income is 290. Now, you and the person with whom you are matched decide on transfers. Suppose you transfer x to the other person while he or she transfers y to you; then your "income net of transfer" or "consumption" for this round is 50-x+y while his "income net of transfer" or "consumption" for this round is 290-y+x. If this round happens to be the one selected to count for actual payoffs, these are your and your match's payoffs for the experiment. For instance if x = 1 and y = 61 then your payoff would be 110 and your match's payoff would be 230.
At some points along the way, you will be asked for some information about your decisions and/or your expectations.
The history of income and transfers for the current match appears on your screen. By pressing the "full view" button you can also review the history of your past matches.
At the end of the experiment, one period will be chosen at random for payment. The screen will state your earnings. When you have completed a short questionnaire on your demographics, we will distribute receipts forms for participants to sign, and will pay people individually and privately.
We highly encourage clarifying questions. Thank you for your participation. 
